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DEPARTMENT  OF  THE  TREASURY 
Comptroller  of  the  Currency 
[12CFRPartl3] 

NATIONAL  BANKS 

Form  and  Content  of  Financial  Statements 
to  Shareholders 

Notice  is  hereby  given  that  the  Comp¬ 
troller  of  the  Currency  (“Comptroller”) 
under  the  general  authority  of  the  Na¬ 
tional  Banking  Laws,  as  amended  (Re¬ 
vised  Statutes  324  et  seq.,  12  U.S.C.  1  et 
seq.),  proposes  to  revise  Part  18  of  Title 
12  of  the  Code  of  Federal  Regulations. 
Part  18  contains  rules  governing  the 
preparation  and  issuance  of  Annual  Re¬ 
ports  to  Shareholders  by  national  banks 
which  are  not  furnishing  Annual  Re¬ 
ports  to  Shareholders  in  accordance  with 
§  11.5(c)  of  Part  11  of  the  Comptroller’s 
Regulations  (12  cm  Part  11) . 

The  purpose  of  this  proposed  revision 
is  to  make  the  provisions  of  Part  18  re¬ 
lating  to  the  preparation  of  financial 
statements  in  Annaul  Reports  to  Share¬ 
holders  ccmform  to  the  recently  revised 
Instructions  for  Preparation  of  Consoli¬ 
dated  Reports  of  Condition  and  Reports 
of  Income  by  National  Banking  Associa¬ 
tions  (“Call  Report  Instructions”) . 

The  effect  of  this  proposal  would  be  to 
slmplfy  the  preparation  of  the  Annual 
Report  to  Shareholders  by  requiring 
banks  to  follow  the  instructions  to,  and 
utilize  portions  of,  the  Call  Reports  as 
the  major  element  of  the  basic  financial 
reportl^  format  in  the  Annual  Report 
to  Shareholders.  Except  for  the  proposed 
form  of  financial  statement  r^rarting, 
this  revision  of  Part  18  would  in  no  way 
restrict  banks  from  including  other  in¬ 
formation  that  has  traditionally  ai^>ear- 
ed  in  Annual  Reports  to  Shareholders. 

The  proposed  revision  is  responsive  to 
comments  received  by  the  Comptroller 
which  assert  that  the  proliferation  of  in¬ 
consistent  forms  has  made  compliance 
with  various  financial  reporting  regula¬ 
tions  unduly  burdensome  for  national 
banks.  The  Comptroller  has  already  pro¬ 
posed  similar  changes  in  its  other  regula¬ 
tions  requiring  the  filing  of  financial 
statements  so  as  to  achieve,  insofar  as 
possible,  a  single  standard  of  financial 
reporting. 

The  major  changes  in  Part  18  which 
would  be  made  by  this  proposed  revision 
are  described  below: 

1.  The  title  of  the  revised  Part  18 
would  be  changed  to  read  “Form  and 
Content  of  Annual  Report  to  Share¬ 
holders”  to  more  accurately  reflect  the 
scope  of  Part  18. 

2.  An  optional  short  form  method  of 
compliance  has  been  provided  for  those 
banks  which  choose  not  to  send  share¬ 
holders  the  traditional  form  of  Annual 
Report.  See  proposed  §  18.3(d) . 

3.  The  Call  Report  Instructions  and 
all  other  releases  amending  or  interpret¬ 
ing  these  Instructions  would  be  incor¬ 
porated,  to  the  extent  applicable,  for  use 
in  the  preparation  of  the  financial  state¬ 
ments  required  by  Part  18,  'These  Instruc¬ 
tions  would  replace  present  S  18.2,  18.3, 
18.4,  18.5,  18.6  and  portions  of  S  18.8. 
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4.  Footnotes  to  the  financial  state¬ 
ments  would  be  required  which  would  dis¬ 
close  certain  enumerated  items  of  in¬ 
formation  as  well  as  any  additional  in¬ 
formation  necessary  to  make  the  finan¬ 
cial  statements  not  misleading. 

5.  A  new  exemption  from  the  require¬ 
ments  of  Part  18  would  be  added  for 
banks  which,  except  for  directors’  quali¬ 
fying  shares,  are  wholly-owned  sub¬ 
sidiaries  of  bank  holding  companies. 

6.  Banks  subject  to  Part  18  would  be 
required  to  furnish  a  copy  of  the  Annual 
Report  to  Shareholders  to  the  Comp¬ 
troller  of  the  Currency  in  Washington 
and  to  the  appropriate  Regional  Admin¬ 
istrator  of  National  Banks. 

7.  Banks  subject  to  Part  18  would  be 
required  to  mall  the  Annual  Report  to 
Shareholders  to  each  of  their  sharehold¬ 
ers  at  least  14  days  prior  to  the  annual 
meeting. 

All  interested  parties  are  Invited  to 
submit  written  ccxnments  on  the  pro¬ 
posed  revision  to  Mr.  Rhoger  H.  Pugh, 
NBSS  Project  Manager,  Comptroller  of 
the  Currency,  Washington,  D.C.  20219. 
All  comments  should  be  submitted  not 
later  than  November  20,  1976,  and  will 
be  given  full  consideration.  Comments 
wiU  be  made  available  to  the  public  for 
inspection  and  cc^ying  upon  request,  ex¬ 
cept  as  provided  in  12  CFR  Part  4. 

-  The  text  of  proposed  12  CFR  18.1s  as 
follows: 

Part  18 — ^Form  and  Content  op  Annual 
Report  to  Shareholders 

Sec. 

18.1  Scope  and  application. 

18.2  Financial  statements. 

18.3  General  rules. 

Appendix  A — ^Balance  Sheet. 

Appendix  B — Statement  of  Earnings. 
Appendix  C — ^ReconcUlatlon  of  Equity  Capi¬ 
tal  Accounts. 

Appendix  D — Reconciliation  of  Reserve  for 
Possible  Loan  Losses  (Valuation  Re¬ 
serve)  . 

Authoritt:  RB.  324  et  seq.,  as  amended; 

( 12  U.S.C.  1  et  seq) . 

§  18.1  Scope  and  application. 

This  part  is  issued  by  the  Comptroller 
of  the  Currency  imder  the  general  au¬ 
thority  of  the  National  Banking  Laws, 
R.S.  324  et  seq.  as  amended,  12  U.S.C.  1 
et  seq.,  and  contains  rules  applicable  to 
the  issuance  of  annual  reports  by  na¬ 
tional  banks. 

(a)  Every  national  bank  shall  mail  an 
annual  report  to  each  of  its  shareholders, 
to  the  Comptroller  of  the  Chirrency  and 
the  appropriate  Regional  Administrator, 
containing,  as  a  minimum,  the  informa¬ 
tion  requlr^  by  this  Part.  ’This  Part  shall 
not  apply  to  the  following: 

(1)  Banks  which  are  furnishing  An¬ 
nual  Reports  to  Shareholders  in  accord¬ 
ance  with  §  11.5(c)  of  Part  11  of  the 
Comptroller’s  Regulations;  or 

(2)  Banks  which,  except  for  directors’ 
quaUfsdng  shares,  are  wholly-owned  sub¬ 
sidiaries  of  bank  holding  companies. 

(b)  Every  bank  subject  to  this  Part 
shall  mail  an  annual  report  to  each  of 
its  shareholders  at  least  14  days  prior  to 
its  annual  meeting  but  in  no  event  later 


than  60  days  after  the  close  of  the  bank’s 
fiscal  year. 

§  18.2  Financial  statements. 

The  following  financial  statements 
must  be  Included  in  the  Annual  Report 
to  Shareholders: 

(a)  Comparative  Balance  Sheets  as  of 
the  end  of  the  two  most  recent  fiscal 
years  (See  Appendix  A) ; 

(b)  Comparative  Statements  of  Earn¬ 
ings  for  the  two  latest  fiscal  years  (See 
Appendix  B) ; 

(c)  Comparative  Reconciliation  of 
Equity  Capital  Accounts  for  the  two  lat¬ 
est  fiscal  years  (See  Appendix  C) ; 

(d)  Comparative  Reconciliation  of  Re¬ 
serve  for  Possible  Loan  Losses  (Valua¬ 
tion  Reserve)  for  the  two  latest  fiscal 
years  (See  Appendix  D) . 

§  18.3  General  rules. 

(a)  The  financial  statements  called 
for  by  this  Part  should  be  prepared  in 
accordance  with  the  applicable  instruc¬ 
tions  and  definitions  set  forth  by  the  Of¬ 
fice  of  the  Comptroller  of  the  Currency 
in  the  publication  entitled,  “Instructions 
for  Preparation  of  Consolidated  Reports 
of  Condition  and  Reports  of  Income  by 
National  Banking  Associations”  and  in 
any  other  releases  amending  or  inter¬ 
preting  this  publication. 

(b)  The  following  information  should 
be  disclosed,  when  applicable,  in  foot¬ 
notes  to  the  financial  statements: 

(DA  summary  of  significant  account¬ 
ing  policies,  such  as  whether  the  bank 
is  on  the  cash  or  accrual  basis  of  ac¬ 
counting; 

(2)  Aliy  changes  in  accounting  prin¬ 
ciples  or  practices  or  in  the  method  of 
applying  any  accounting  principles  or 
practices  made  during  any  period  for 
which  financial  statements  are  filed 
which  affect  comparability  of  such  fi¬ 
nancial  stahmients  with  those  of  prior 
or  future  annual  periods,  and  the  effect 
thereof  upon  the  net  operating  earnings 
for  each  period  for  which  financial  state¬ 
ments  are  filed; 

(3)  Retroactive  adjustment  made  dur¬ 
ing  any  period  for  which  financial  state¬ 
ments  are  filed,  and  the  effect  thereof 
upon  net  (H>erating  earnings  and  non¬ 
operating  additions  and  deductions  of 
prior  periods; 

(4)  A  brief  description  of  any  restric¬ 
tions,  other  than  statutory,  on  the  pay¬ 
ment  of  dividends; 

(5)  TTie  components  of  income  tax 
expense,  including  taxes  ciurently  pay¬ 
able  and  deferred  income  taxes; 

(6)  A  breakdown  of  the  loan  portfolio 
similar  to  the  major  loan  categories  of 
Schedule  A  of  the  Consolidated  Report 
of  Condition;  and 

(7)  The  amoimt  of  outstanding  stand¬ 
by  letters  of  credit. 

(c)  The  statements  and  footnotes 
called  for  by  this  part  are  minimum  re¬ 
quirements.  Additional  information  as 
may  be  necessary  to  make  the  financial 
statements  not  misleading  shall  be 
included. 

(d)  TTie  requirements  of  this  Part  may 
be  met  by  providing  each  shareholder 
with  a  cc^y  of  the  Balance  Sheet  of  the 
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Consolidated  Report  of  Condition  and 
Section  A  of  the  Consolidated  Report  of 
Income,  and  the  followlngr  information, 
for  both  the  current  and  immediately 
preceding  year: 

(1)  Income  before  securities  gains 
(losses)  per  common  share; 

•  (2)  Net  income  per  common  share; 


(3)  Appendix  C  this  part; 

(4)  Appendix  D  of  this  part; 

(5)  Footnotes  piu^uant  to  §  18.3(b): 
and 

(6)  Such  additional  information  as 
may  be  necessary  to  meet  the  require¬ 
ments  of  S  18.3(c). 


ArPENDix  A. — Balance  Sheet  (eoneolidaied) 
(In  thousands  of  dollars] 


19-  19- 


Eeeources; 

1.  Cash  and  due  fi-oni  banks _ _ ...J. . 

2.  U.S.  Treasury  securities _ — _ 

3.  Obligations  of  other  U.S.  Government  ^encies  and  corps . . 

4.  Obligations  of  States  and  political  subdivisions _ 

5.  Other  bonds,  notes,  and  debentures _ 

6.  Federal  Reserve  stock  and  corporate  stock.. _ 

7.  Trading  account  securities _ 

8.  Federal  funds  sold  and  securities  purchased  under  agreements  to  resell _ 

9.  (a)  Loans,  total  (excluding  unearned  income) _ _ -.. . 

(b)  Less:  Reserve  for  possible  loan  losses _ 

(c)  Loans,  net _ _ 

10.  llirect  lease  financing _ '. _ _ _ 

11.  Bank  premises,  furniture  and  fixtures,  and  other  assets  representing  bank 

premises _ _ _ _ _ _ 

12.  R^l  estate  owned  other  than  bank  premises . . . . . 

13.  Investments  in  uiicomsoUdated  subsidiaries  and  associated  companies . . 

14.  Customers’  liability  to  this  bank  on  acceptances  outstanding _ 

18.  Other  assets . . . . . ■. . . . 


16.  Total  assets 


Liabilities: 

17.  Demand  depasits  of  individuals,  partnerships,  and  corps . . 

18.  Time  and  savings  deposits  of  individuals,  partnerships  and  corps. 

19.  Deposits  of  U.S.  Government _ _ _ _ _ 

20.  Deposits  of  States  and  political  subdivisions _ 

21.  Deposits  of  foreign  governments  and  official  institutions _ 

22.  Deposits  of  comniercial  banks _ _ _ _ _ _ 

23.  Certified  and  officers’  cheeks.. _ _ 


24.  Total  domestic  deposits _ 

(a)  Total  demand  deposits _ 

(b)  Total  time  and  savings  deposits . . . . . . 

(e)  Deposits  in  foreign  ollices _ 

(d)  Total  domestic  and  foreign  deposits _ _ _ 

26.  Federal  funds  purchased  and  securities  sold  under  agreements  to  repuroMbe. 

26.  Liabilities  for  borrowed  money _ 

27.  Mortgage  indebtedness . 1. . . . . . . . 

28.  Acceptances  executed  by  or  for  account  of  this  bank  and  outstanding _ 

29.  Minority  interest  in  consoiidated  subsidiaries _ ^ _ 

30.  Other  liabiiities . . . . . . . . 


31.  Total  liabilities. 


32.  Subordinated  notes  and  debentures _ _ 

Equity  Capital  Accounts: 

33.  Preferred  stork: 

(a)  No.  shares  outstanding _ (par  value) _ 

34.  Common  stock: 

(a)  No  shares  authorized.... 

(b)  No.  shares  outstanding _ (par  value) _ 

38.  Surplus _ _ _ _ _ 

36.  Undivided  profits _ _ _ 

37.  Reserve  for  contingencies  and  other  capital  reserves. 


38.  Total  equity  capital _ 

39.  Total  liuliilities  and  equity  capital. 


Note. — Banks  may  combine  various  lines  as  follows  if  the  particular  line  figure  is  less  than  3  percent  of  total  assets 
Line  14  into  line  18;  Line  7  into  lines  2, 3,  4,  and  6,  as  appropriate;  line  28  into  line  30.  Lines  for  which  banks  have  no 
entry  may  be  omitted. 


Appendix  B. — Statement  of  Earningt  (eontolidated) 
(In  thotLsands  of  dolltu^] 


19.. 


1.  Operating  income: 

(a)  Interest  and  fees  on  loans . I . I... 

(b)  Interest  on  balances  with  banks . . . . . . . 

(c)  Income  on  Federal  funds  sold  and  securities  purchased  under  agreements  to 

resell  in  domestic  offices _ _ _ _ 

(d)  Interest  on  U.S.  Treasury  securities . . . 

(e)  Interest  on  obligations  of  other  U.S.  Government  agencies  and  corporations 

(0  Interest  on  obligations  of  States  and  political  subdivisions  of  the  U.S . . 

(g)  Interest  on  other  bonds,  notes  and  debentures . 

(h)  Dividends  on  stock . . 

(i)  Income  from  direct  lease  financing . 

(1)  Income  from  fiduciary  activities . 

(k)  Service  charges  on  deposit  accounts  in  domestic  offices . . 

(l)  Other  service  charges,  commissions,  and  fees . 

(m)  Other  income _ _ _ _ _ _ _ _ _ _ 

(n)  Total  oiierating  income  (sum  of  items  1-a  through  1-m) . 
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AprKMDix  B. — Statement  of  Earninge  (eoMoltdated) — Continued 
[In  thousands  of  dollars] 


]«..  tt.. 


X  OperatiDiF  expenses; 

(a)  Salaries  and  employee  benefits . . . . 

(b)  Interest  on  time  certificates  of  deposit  of  $100,000  or  more  issued  by  domeetie 

oflSces _ _ _ 

(c)  Interest  on  deposita  in  fweign  offices _ _ _ _ _ _ 

(d)  Interest  on  other  deposits . . . . . ....... 

(e)  Expense  of  Federal  funds  pni^ased  and  securities  sold  under  agreement  to 

repurchase  in  domestic  offices. . . . . . . 

(0  Interest  on  borrowed  money _ _ _ _ _ _ _ _ _ 

(g)  Interest  on  subordinated  notes  and  debentures . . . . 

(b)  1.  Occupancy  expense  of  bank  premises,  gross . . 

2.  Less:  Rental  income . . . . . 

3.  Occupancy  expense  of  bank  premises,  net . . . . 

(i)  Furniture  and  equipment  expense . . . . . . 

H>  Provision  for  po^ble  loan  losses  (or  actual  net  loan  losses) .  . . . 

[)  Minority  interest  in  consoUdated  subsidiaries . . . 

(1)  Other  expenses _ _ _ _ _ _ 


(m)  Total  operating  expenses  (sum  of  items  2-a  through  W) . . 

5.  Income  before  income  taxes  and  securities  gains  or  losses  (Item  1-n  minus  2-m) 

4.  AppUcable  income  taxes  (domestic  and  foreign) . . 

6.  Income  before  secmities  gains  or  losses  (item  3  minus  4) . . . 

ft.  (a)  Securities  gains  (losses),  gross . . . . . . . 

(b)  AppUcable  income  taxes  (domestic  and  fordgn) . . . 

(c)  SMurities  gains  (losses),  net . . . . . . . . . 

7.  Net  income  before  extraordinary  items... . . . . . 

8.  Extraordinary  items,  net  of  tax  effect.  . . . . 

9.  Net  income . . . . . . . . 

Earnings  per  common  share; 

Income  before  securities  gains  (losses) . 

Net  income . . . . 


Note. — Banks  may  combine  any  line  item  1-a  through  1-1  into  line  1-m,  and  any  line  item  2-a  through  2-i  into 
line  2-4,  provided  the  particular  line  fig^  to  be  combined  is  less  than  3  percent  of  total  operating  income.  Lines  for 
which  banks  have  no  entry  may  be  omitted. 


APrKNWX  C. — Htconeilittlion  of  Kqnitu  Capital  Accmivtt,  19, 
ITn  thousands  of  doUars] 


Preferred  Comon  Undivided 

stock  stock  .'Surplus  profits  and  Total  equity 

(par  value)  (par  value)  capital  capita 

reserves 


1.  Balance  beginning  of  period- . 

2.  Net  income  (loss) . . . . 

3.  Side,  conversion,  acquisition  or  retirement 

of  capital . . 

4.  Changes  incident  to  mergers  and  absorp¬ 

tions.. _ _ _ _ 

5.  Cash  dividends  declared  on  contmon  stock. 
8.  Cash  dividends  declared  on  preferred  stock . 

.7.  Stock  dividends  issued . 

8.  Other  increases  (decreases)  (itemixe) . 

9.  Balance  end  of  period . . . 


Note. — This  schedule  is  identical  to  sec.  B  of  the  consolidated  report  of  income,  and  should  be  prepared  for  each 
of  the  latest  2  years. 


Appkndix  D.—E/covfUiafioa  of  Rt»em  for  PotaibU  Loan  Lotart  (Valuation  Hettrof) 
(In  thousands  of  dollars] 


19..  19.. 


1.  Balance  Is'ginnitig  of  period . . . . . 

2.  Recoveries  credited  to  reserve _ 

8.  Changes  incident  to  mergers  and  absorption - - 

4.  Provision  for  possible  loan  losses  (must  equal  Item  2j  on  statement  of  earnings) 

6.  Los^  charged  to  reserve.. _ _ _ 

6.  B^nce  end  of  i)erio<l - - - - - 


Note.— Every  bank  subject  to  this  part  must  provide  this  schedule  as  pwt  of  its  report  to  shareholders.  Banks 
with  total  resources  of  less  than  $26,000,000  as  of  the  end  of  the  previous  year  which  have  no  reserve  for  possible  loan 
losses  (valuation  reserve)  must,  nevertheless,  provide  this  schedule  as  part  of  their  report  to  shareholders.  These 
l>anks  wiU  show  a  begmning  balance  of  eero,  gross  recoveries  on  line  2.  grosi!  los-ses  on  line  5,  and  net  losses  or  recoveries 
on  line  4,  which  will  result  in  an  ending  balance  of  zero. 


Dated:  October  14, 1976. 

|FR  Doc.76-30677  Piled 


Robert  Bloom, 

Acting  Comptroller  of  the  Currency. 

10-18-76:8:46  am] 
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